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PREFACE 


An attempt has been made in this brochure to 
deal with the pressing problems which we have to 
consider in formulating an industrial policy for 
India The two-months old Government of Free 
India is saddled with a number of issues surprising 
in number and bewildering in their variety Every 
one now says “Industrialise or Perish ’ "We have to 
remember that while we have to industrialise the 
country in order to provide for the many stded 
development o f the country and reduce the pressure 
of population on land, at the same time, the 
problems associated with it have to be considered in 
thoir proper perspective In the matter of tariffs, 
foreign capital, labour unrest, or location of 
industries we must evolve a correct policy suitable 
to our needs of thts brochure helps towards an 
understanding of these problems, the author feels 
that his labour is more than repaid His thanks 
are due to the publishers, for expediting its 
publication 


Rajkot 

Oct , 24, 1947 


RV Rao 



CHAPTER X 

TARIFFS AND INDUSTRY 

"While England’s and other oountnes, the 
problem facing them is one of developing exports, 
our problem is to expand industrial production and 
diversify our national economy The policy cf 
industrial development, through protective tariffs 
cannot be legitimately objected by any body on 
the plea that, it runs counter to the principles of 
the Draft Traoe Convention After all our aim 
is to create don estic equilibrium, raise the sub- 
human standard of living and volume of employ- 
ment and finally to en«nre a stable expansion of 
trade 1 We often hear a lot about equal access to 
raw materials and markets but very little is said 
about undeveloped countries and then right to 
equal access to the capital goods of the world. 

1 As the League of Nation 1 : publication on International 
Cutrency Experience observes ‘It is only under cond lions of active 
home demand and full domesti employment that countues can be 
expected to welcome imports and to regard their exports not as a 
wears of providing employm nt but as an in-vitable cost of the goods 
deMred ” 



f 2 1 


One can unierstand the anxiety of the indus- 
trially developed countries to have raw materials 
and markets But from the point ot view of social 
justice in international economic order, the demand 
of the economically backward oountiies to ha\e 
capital goods for their economic development ehoald 
also receive equal consideration It should not be 
forgotten that, at present the power of any nation 
depends upon the industrial development of the 
country and upon the capacity of the government 
to satisfy the growing needs of the people The 
ordinary postulates of international trade do not 
apply in a world that is entangled in a maze of 
tariffs and trade restrictions 

That is why it i« rightly held that the primary 
aim of international organisations and plans is 
“the fuller utilisation of natural resources and 
maximum employment of man power with a view 
-to expand pioduotion and raise the standards of 
living of the people throughout the world and 
especially the economically underdeveloped coun- 
tries * A time has come when in the interests of 
international peace, the more advanced countries 
-should even undergo some sacrifice for the common 
good l’o ignore the varying levels of eoonomic 
development is to create not uniformity but inequi 
iable conditions leading to exploitation of backward 
.countries. It should be remembered that, undeve- 
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oped countries want to have divemHed economic 
life so that the pressure of population on land eau 
be redujed Indeed, industrialisation increases the 
purchasing power of the agriculturists as much as 
agricultural development supplies the necessary 
markets for manufactured goods It is rightly 
pointed out that in the case of essential industries, 
the slogan ‘national self sufficiency becomes a 
duty’ It is often forgotten that trade depends 
upon the purchasing power of the countries even 
more than tariffs, to some extent 

It does not require an argument to m any 
plan for the economic development of India, 
industrialisation occuoies a prominent place because 
it is only in this way that we can have a balanced 
economy for India Further, the pre* ure of 
population on land can be reduced o Iv by this 
•way "We oan promote not only the investment 
habit but also increase the national income India 
can no longer continue to remain a predominantly 
agricultural country The arguments for perpe- 
tuating an economic organisation based on purely 
agriculture are losing ground. Indeed, we need a 
many eided development of agnonlture and Indus 
tries, properly planned and executed la this 
connection, we should not forget our natuaral 

2 Oeti ! are g Ten n John Ualhai $ Tariffs and 1 custrv Pa°es 
1 1 fcj W ° 



[ 4 ] 


resources and the home market for our manufac- 
tures It may also be mentioued that a highly 
industrialised India will be true to the traditions 
of the hi°tono past and does not try to exploit tho 
interests of other countries 

Thus, it has been shown that industrialisation 
is a matter of great importance to the economic 
progress of India Tariffs, as a means of assisting 
the development of industries require close 
examination. Commercial policy is an integral part 
of economic policy It is rightly said that expansion 
of trade is the key to woild peace and highei 
standard of life In other words, there should be 
a rationa economic poucy in any scheme of inter- 
national economic co-operation The State iu India 
has failed °o far to hi\e a definite economic polioj 
m keeping with oui needs The tariff policy which 
is an instillment of commercial policy was till now 
a ‘melle^ of incongruities and inc insistencies' 

II 

Tariffs and their place in Modern Commercial Policy 

Some people are opposed to tariffis and talk m 
high terms about international economic co-opera- 
tion based upon free trade Now that ours is a free 
country, it is bettor we consider the economic 
history of other industrial couotnes and profit by 
their experience A vigerous policy of protecting 
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home industries has become tbe rage of tie modern 
■world and the prospects of free international trade 
do not seem to be bright. The problem of indus- 
trial protection u of paramount importance to ns 
Fredeneh L st (18111 observed that economic laws 
ara relative to the stage of economic deielopment 
of a particular coin try and that commercial policy 
should be based upon the stage of economic Lvelop- 
ment. His was a powerful plea for a protectionist 
policy His view was that when any nation was 
leached a high stage o' progress. Free trade was 
best but such a pohej failed to give the necessary 
c indittons for the development of countries which 
had the requisite capacities but was backward * 
^one couli hay-* expected in 1870, that by adapting 
a policy of protection, it would become the leading 
■economic power in half a century Thus, List 
exercised a powerfal influence in shaping the 
commercial policy of Germany 

There has been in recent years, an economic 
war, the «tage being shifted from the battleheld to 
the sphbra of trade and commerce * Indeed, a 
moderate policy of protection has helped the most 
efficient utilisation of natural resources of several 
countries Thus, tariffs have b°gun to play an 

3 \V Cunnmqbara The Rise and Decline of v, -j- ra 
■Movement Pa ge 28 

4 R M Findlay Britain nnd-r Protection Paqe 216. 
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important part in determining the flow of inter- 
national trade 4.8 Hr. Fetter observes, “The 
tariff is important as a public issue today, not as a 
prob'em in the raising of revenue but as a problem 
fn the use of the power of the state to direct 
economio life* 5 6 

No country now agrees to allow its essential 
industries to be snbjected to unrestricted foreign 
competition It is rightly argued that the problem 
before us is the reconciliation of the claims ot 
the various countries for self sufficiency with the 
equally important need for raising the purchasing 
power of the people While a country should 
oo-operate with other countries, still, there is a need 
for following the tariff policy suitable to our needs 

III 

Need for Protectionist Tariff 

The economic arguments for piotection may non 
briefly be stated Nascent industr es can grow to 
their full stature only by this method It is true 
that, protective duties may first increase the price 
of manufactured goods but in cour°e of time, goods 
can be produced cheaply at home r The ultimate 

5 S' \\ Feller The hew Deal and Tariff Pol cy Paee i 

6 F L t National System of J olit cal Economy J ige 144 115 
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gain makes up the immediate loss * We ueed not 
examine here tariffs for revenue and bargaining pur- 
poses as we in India are not interested in snob Ours 
is a struggle for existence It is needless to mention, 
that a fall and fiank discussion between the variou> 
countries will remove a lot of mi9undeistanding in 
the commercial relations of various conntne 1 * 
Further it leads to diversification of our industries 
wh’ch is of paramount necessity to us in India As 
long as in 1SS0, The Famine Commission suggested 
dn eradication of occupations through which the 
surplus population might be drawn from agrioultura' 
pursuits and find means of subsistence in manu- 
facture*. 7 Indeed economic protectionism is 
directed to no other end than the securing of the 
domestic market to the businessman of the country 
by political means « Professor Harberler thinks 
that agricultural countries arm themselves with 
tariffs to be u-«ed as retaliation against industrial 
countries. 9 

Critics of economic proteotiom-m argue that it 


• Pigou mbs Protection ord Preferential Duties ngbtlv ob»er»e» 
that a nation like an indn idaal may be well advised, at certain stages of 
historj to d spen«e with tbe present wealth for the sake of either educa 
l on or insurance See also Bastablo The Commerce of Nations 
Page 13S 

7 ‘•irj C Cojaje* Indian Fiscal Problem PageS 

8 J Grunzel Econom c Protectionism Pag* 132. 

9 Harb 'ter Tbe Theory of International Trade Pag* tfl 
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involves lo'S to consumer* They say that tariff 
is the mother of trusts and combinations. 
It loads to stagnation of Industry. They also 
refer to the dangers of political ooiruption 
Finally, it is argued that tariffs axe a danger to 
world peace 1 0 However, it may be said that protec- 
tion is the purgatory through which the nation 
must pas* before reaching the heaven of well- 
developed industrialism. We should not caie for 
minor losses, provided wo get maximum gam 

IV 

Problem of Tariff Policy 

The problem of tariff policy ha9 again come to 
the forefront and there is a certain* amount of 
truth m the saying that onr tauff policy should, at 
leas for some years to come, be protectionist It 
is lightly said that if wo dense an appropriate 
tariff policy, it can safely be used as a ‘ weapon in 
the armoury of planning It is agreed on all sides 
that protection h the common mean* adopted for 
the development of industries By protective 
tariff, (we moan ‘ imposing ot import duties on 
foreign goods for a definite penod ensuring the 

■ Dr John Mathai says that they are mosil) borne b> the more 
well to do classes in the country Tariffs a i JnduMry Page 14 
13 The Report of the Ind an Fiscal Comn is ion ( Para 86 ) sajs 
that owin» to the predominance of the rural cld««es m ha danger s not 
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■home industries freedom from foreign competition 
for that period and attracting indigenous enterpri-e 
in that industrial field” ), Arnencm and German 
industries developed under high tariff walls Even 
England, the classic home of free trade, had to go 
protectionist daring the early thirties of this 
century in order to recover from depression although 
words like ‘safeguarding’ might have been u*-ed 
Protection 1°, indeed, an accepted method to bring 
about an industrial development 

For a long time, the principle of free trade was 
forced upon us which provoked m wrath of Indian 
Economists like Bauade. One of the sorry and 
bitter chapters in the Indo-British connection has 
been the conflict over tariff policy 11 "When 
Britain herself gave up the policy of free trade, 
the policy of discriminating protection was thoughT 
-to be good for India 

Indian opinion feels that, fu'l protection alone 
will be a panacea for all the economic ills of the 
countries Its dangers are really exaggerated and 
costs magnified The Fi'cal Commission recommen- 
ded for India a policy of discriminating protection. 
According to this policy, protection to each and 

It For oser 53 Tear* India was compelled to follow a p> ic> of 
free trade for the benet t of tie Frrtish industrialist and in opposition 
to he m>h“' of people Dr W Cunningham The case against Free 
Trade, Page 87 
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■every industry should not De granted mdi scrim ina 
tely but each, case should be considered on its c«n 
merits so that the dangers inherent m protection 
and the sacrifices involved may be balanced 
Even though, several industries stood to gain as 
a resalt of the Government adopting this policy, 
still one should say that it was not an adequate 
pdlioy The conditions imposed were (i) the industry 
should have natural aJvantages such as the 
availability of raw materials hi me markets, etc 
(u) the industry shoul J show that foi its development 
protection is indispensable and finally (m) the 
industry must be such that it needs protection onl) 
fora temporary period and that ultimately it will 
be able to stand on its own legs I’hs Fiscal 
Commission recommended the appointment of & 
Tariff Board to consider the claims of each industry 
for protection and to make suitable reaommenda ions 

Working of the Principle, 

Even though fifty industries were given protec- 
tion and even though they made goo i progress 
several people rightly criticise the policy 
as “all discrimination and no protection” The 
conditions imposed were very stringent Under 
the conditions that the indistry should have 
abundant raw materials before it could claim 
protection, glass industry nas not given protection 
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because soda ash had to be got from abroad, a 
commolity which was later produced m India 
itself There were instances of protection being 
withdrawn on the plea that the industry was not 
well organised The non-disonminatvon clauses 
have also helped the development o r industries 
with foreign capital and the Match Industry is a 
good example Really speaking it was the Indian 
Match Industiy that was meant to be protected 
That is why Prof B P Adarkar observes "the 
discriminating protection in India has vouchsafed 
nothing better than a perfunctory assistance 
indifferently and grudgingly rendered to industries 
whose subsequent development has been left to 
take its own course ’ The policy of discriminating 
protection did not indeed yield fruitful result* 
The reason is that the conditions laid down were 
auomalons and «eve e Very few industries even 
m foieign countries can satisfy all these conditions 
an I they wonld have hardly thrived if those 
countries had adopted such principles 

Further the working of ad hoc Tariff Boards 
of the disouminating protection era clearly show 
that effective and timely help could not be rendered 
to the industries The members are appointed by 
the irrespon«iblo executive and people who * bask 
m the official sun a hine cannot be expected to take 
an independent attitude ’ For every industry, a 
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asw Tariff Boar! is created In some eases, the 
industry may be dying but no immediate relief 
ean be given under the statutory limitation? In 
some cases the recommendations of the Tariff 
Board were even turned down by Government 
Several industries like automobiles shipbuilding 
electrical goods, eto require Droteetiou but their 
case could not be considered 

If we hrst consider other countries like Australia 
or the USA, we find that there are permanent 
Tariff Commissions which have done much for the 
industrial development of those countries 

We must not fail to remember that economic 
uolioy is now becoming intensely nationalistic and 
the existing policy has become out of date and 
leeos revision After ah, Iudia fulfils, all the 
requirements o r what Pigou calls ‘ a backward 
agncn tural eountrj wishful to develop manu- 
tictures The prosperity of U.S A , Germany, and 
other i ountries is attributed to protectionist pob ire 
Thu* discriminate protection of a piecemeal variety 
hardly meets our needs What is needed is a 
comprehensive visualisation of our industrial pro* 
blem a9 a whole 

The correct purpose of an industrial policy is 
to break this vicious circle Protection of Indian 
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industries must be regarded not as an instrument uf 
industrial policy but as one essistmg the economy 
as a who e Prof Adarhar says that it 's from this 
point of mow that a full-fledged bystem of protection 
which does not make a nice calculation of burdens 
has immense utility to Indian economic structure 
A time has come when Free India should no [ onger 
adapt *elf denying ordmanceb We must have a 
more forward policy intend d to give employment 
to our teaming millions 

Indu trial policy rightly conceived can be a 
potent influence for national economic planning 
Self itttiiuency is forctd upon India bj a Tanft 
made word More than evei betore, there is a 
need foi the r orientation of oui industrial polity 
frontal attach, on un-utihsed re^ouices and solving, 
the udcle of Indian poverty 

The National Government should not have a 
forward policy of indust lal development Many 
of our ndubtnes do not stand in need of protective 
tariffs In «o Itr as international trade is concerned, 
India should have its right to develop its key 
Indus Ties sufficient for a county of her size, popu- 

11 B P A ilarkir Fiscal Policy cif India Page <13 According 
to I <n Ind an Ta iff Tol cy I as been a inedlej of incorg*umes formu 
lated an 1 woiied to tne otter neglect of national needs and aspiration* 
India has alt along been made to follow a com met lal pehej inconsistent 
with her econorm needs 
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lation and resouices It is unfortunite that, too 
little attention is paid to underdeveloped countries 
We should not allow oar ease to go by default 
Very soon there is bound to severe competition 
Our anxiety should be to ehocse a policy which will 
not jeopordise our interests and at the same time 
dislocate world trade Taking it fo granted that, 
there will be drive m the direction ot industriali- 
sation, we must know that the chief bottle neck 
is capital goods which we have to get fiom abrjad 
If we are to secure a proper balance between agri- 
culture and industry, we have to depend hpon 
import of capital goods The cost 13 bound to bo 
in excess ot our credit During this peuod, we 
have to lestnot import of consumable goods which 
we can produce in India This will enabte us to 
eonserve our exchange resources for the puichase 
of capital goods 18 It 19 needless to meution that 
our primary anxiety should be to establish key 
industries which go a long way for further nidus 
trial development and those should b 9 protected at 
all costs 14 It does not mean that we should not 
have international economic outlook After all, 

13 The new import p >licy o( the Govt of Ii d a «h ch came m o 
force Horn July 1st is a pait o' the dr ve to conseive Ind a a forego 
exd ange resources by re»tr cling the impart of non essential consom r 
good It does not restrict the import or cap tal goods cli are defined 
as any plant worth more than Rs 25 000/* 

11 The Australian Tariff Board considers it nece«satyto burden 
the community permanently with high protect on for i idustriev esse i 
rial lor nat onaJ security 
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onr interests and woild interests can easily be 
reconciled 


VI 

Mechanism of Protection 

We want a permanent tariff board so that there 
can be consistency of dicision and continuity of 
policy The ad hoc tanff boards were suffering from 
several handicaps which include narrow scope of 
functions, uncertain^ of tenure, lack of initiative* 
The new Tariff Board should have a new overlook. 
The functions of the Tariff Board should also be 
widened and it should be authorised on its own 
initiative to inquire into the condition of mdu&uios 
Prof C V Vakil nghtly observes that the Tariff 
Commission should be permanent and make a 
■continous study of problems of trade and industry. 15 
He suggests that it should consist of five persons 
who should be economists, persons with experience 
of commerce and industry or technical expert® 
\fter all economic policy is a technical affair 

VII 

Concluding Observations 

The Government should announce ling term 
tariff policy forwith India should make it clear 
that in any international trade agreement, she has 
15 Aiiicle in Libet tj Number of National Standard Page 8 
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to make her own tanff arrangements. She should 
have hei own right to regulate its fiscal policy and 
piotect her n ascen t industries. Industries like Iron, 
and Steel are of great necessity for detence as well 
»s the well being of the people As Sir Shanmukham. 
Ohetti observed “we can not subscribe to the 
doctrine of iowenng the tarifts if India aspires to 
become a great industrial country ” We do not 
want to proteotive tariffs either as a bargaining 
weapon 01 to be used mdiscuminately What we 
want is domestio equilibrium The true ba*is of 
protection for India 19 tho many sided development 
ol the people Alter all, India is snftenng fruro 
the evil s of an unb alanced economy The hey 
industries which help to develop our industrial 
potentialities and industries which give high em- 
ployment should be protected India inhabited by 
one fifth of human race can be of tremendous value 
both to herself and the world if development 
proceeds on lines best suited to her own conditions. 




CHAPTER II 


FOREIGN CAPITAL AND OUR INDUSTRIAL FUTURE 

The Indian Merchants Chamber did well m 
expressing its deep concern over leports about 
arrangements for the development of Industries 
m India on the basis of agreements entered into 
wtih foreign industrialists for participat on both 
in capital and management and in other directions 
It rightly pointed out that the general featare of all 
-uch experiments is that foreign interest* are 
allowed a share m ownership, control and manage- 
ment of 6uoh undertakings, a development whiuh is 
as unhealthy us it is likely to have far-reaching 
repercussions in future It is good t_.at the 
Chamber urged the Go\ eminent to enunciate their 
poucy in regard to this vital issue An at empt 
will be mi le m this chapter to deal with the proa 
and cons of the problem 

It is a matter oE common knowledge that the 
effiaiencj au 1 size of the .productive organization 
depends uoou an a l equate supply of capital which 
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determines, so to speak, the productive capacity 
In our country capital is of two kinds indigenous 
and foreign Though, it is a matter of great regret 
that, the exact estimates of foreign capital are not 
available, still ive can say that it preponderates 
Professor B _P Adarkar observed that it could be 
anything between 800 and 1200 Since the Indian 

capital was suspicious becau«e it w as not sure of the help 
of the Government, foreign capital oame to invade 
the country m the ^hape of loans and investment 
The former is not eo dangerous as the latter because 
the latter is more often accompanied by oontrol etc 
It is a good sign 0 f the times that Indian econo- 
mists have begun to take exception to such capital 
and the present Conditions make us to consider the : 
problem and its effects npon our economic life, so 
that India may not stand to lose m the post war 
world It is hoped that the Reserve Bank will 
collect statistics relating to foreign capital 

The parallels between the devtlopment in the 
spheres of Foreign Capital in China and India 
cieany show that' unless we consider (hi s pmbi’em 
and take adequate stops the industrial future of 
India will be dark Pay by day aro we getting more 
and more instances of collaboration between Indian 
and British industrial combines as for example 
the Birla Nuflield Combine for the manufacture 
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of motorcars, the Tata-Imperial Chemical Industries 
«eheme foi the setting up of a dje-stuffb industry 
m India and host of others which are slowly taking 
place and coming in close succession These may 
be innocent looking on the surfface and are generally 
supported in the name of industrialization. A. 
little thought will make us feel that in all these 
cases, the true interests of the people are sacrificed 
to the interests of the few Such arrangements 
are likely to strengthen our economio fetters. It 
is high time that we realize that we want to plan 
the economic development of India for glory and 
not bondage and that we should not mortgage our 
industrial future 

It is a pity, details are not available for public 
discussion and it is h.gh time that the industrialists 
realised their responsibility to the public and 
explored the pros and eons of the question When 
the Government sponsored delegation of the Indian 
industrialists was tonring in England and the USA 
it was stated in a section of the Indian press that 
* Their objective was to bargain for terms with the 
industrialists and m&nnfaoturers of those countries 
for the joint exploitation ol India by foreign and 
^ indigenous capital.” When this matter reached the 
notice of Mahatma Gandhi, he came forward saying 
that they should not enter into such a shameful deal. 
The concensus of opinion was that control of Indian 
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Industry directly or indirectly by foreigners should 
be refused if it -was a condition to grant of conce» 
sions and control to foreigners The resolution 
passed by the Congress Working Committee repre* 
sents the same view and it is really strange how^ 
our industrialists have not considered the problem 
in its proper prospective 

Dr. Lokn&than who accompanied the delegation 
in a recent broadcast from the All India Radio ( 
Delhi observed, "The terms of eo operation whtoh 
we have been prepared to offer are found to be pot 
sufficiently attractive we would also allow 

some financial participation by British and Ufc>A 
capitalists provided control and management are, 
retained in Indian hands But they say that unless 
they have a determining voice in the maintenance 
of production standards and the quality of goods 
that are manufactured, their goodwill and repu- 
tation, built after years of toil would suffei How- 
'evei, there are some who may be willing to enter 
into participation with India on a minority ba°i° 
The proposed collaboration, the present nrtter feels, 
will lead to the domination of Indian interests by 
foreign interest 0 India has to guard herself against 
the dangers of foreign concerns taking shelter under 
protection and e o tab'ishing in India as “India 
Limited ’ The Bombay Industrial and Economic 
Inquiry Committee was eonstraino j to remark that 
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the competition of India Limitel is a very real one. 

they observe “If taese large foreigu concerns 
are permitted to establish themselves without 
Reasonable and effective limitation,” our industrial 
policy to encourage the e < =tabh B hmeut of small 
concerns would be frustrated. What a pity it io we 
are not yet alive to the menace of “India Limited ,r 
and that we have not jet realized that self help is 
the best help If we are really anxious to start new 
industries, better we import foreign experts 

Even the Fiscal Commission observed that 
foreign capital i-« distruste 1 because non industrial 
interest-*, if is fes.ro 1, would work under the «helter 
*ut proactive poacy and work against the interests 
of the countrv * Fn ther, they would refuse to 
give opportunities to receive the necessary training. 
Such capital brin s along witn it manv economic 
anl political disabilities Unfortunately the 
majority ooimon was in favour of foreign capital 
But the mmontv opinion in their minute of dissent 
pointed ont that we should not mix loan capital with 
ordinary capital and the conditions with regard to 
foreign capital invented iu Indian concerns should 
<-be (11 the comoiuy should be registered in India 
with rupee capital, (2) there should be reasonable 
proportion of Indian directors on the hoard and 

• It is g nerally telt that the advantage of protection to the nat on 
w all be largely can elled if foreign c.pital and ent rprtse were 
allowed with at h a Iran and talc <ehlter beh nd ih* tariff wall 


I 22 ] 

{3) reasonable facilities should be given to Indians 
for receiving the necessary training 

The same problem was considered by the 
External Capital Committee in 1925 and it observed, 
“Where investment of foreign capital carries with 
it the contzol of an undertaking, we consider it 
reasonable that, when Government grants particular 
concessions to the industry, it should exercise such 
control over the undertaking as will en«ure that the 
benefits of the concessions accrue primarily to the 
country ” It is really unfortunate that none of 
the e recommendations were implemented On the 
other hand aooording io the Government of India 
Act J935, British companies carryiug on business 
iu British India are entitled to subsidies to the same 
extent as o mpames incorporated in British India, 
In other words, we cannot discriminate against 
non-Iudiau interests 

Mam Arguments Against Foreign Capital 

It may be pointed oat that the main argument 
against the use of foreign capital m India is that 
it draws away and out ot the country the profits 
from year to year which will be utilized for their 
o in development, but it it xs in Indian hands, the 
profits om be used for Indian economic develop- 
ment Further, flag follows the trade and Lgjpt 
and China also suffered on this account It is also 
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said that there is not much o£ difference between 
exporting raw materials and the utilization of these 
raw materials by industries inside the country 
controlled by the foreign capitalists The only 
difference is that they employ a few Indian hands. 
The foreign elements thus exhibit the cheap Indian 
labour and take away large sums of money in the 
form of dividends One need not say that foreign 
capital has not done any service to the industrial 
development of India The foreign capitalist no 
doubt bore the losses m the primary stage and has 
added to our national wealth Tho only point is 
that we have had a bitter experience of it and ff 
we need foreign capital, we should obtain it by 
borrowing it from abroad instead of allo wing other s 
t o exploit our responses thereby tolerating the 
e conomic penetration of India * j We can easily take 
foreign capital as loan as no foreign control takes 
place On the other hand we can employ our 
natural resources to the b9st of our capacity The 
consideration that should guide us are the return on 
oapital and th6 rate of interest Foreign capital 
without foreign management and foreign contiol 
are really conducive to tho economic well being of 
the country For example, the Dominion of South 

•India Ml comparison vath Japan has suffered from the I rmtal on 
that her use of imported c»pi al has earned with it outs d« control 
over the choice oi investments and hence over the general trend of 
developm hi G E Hubbard Eastern I ldostualLMtion and its 
Effects on the \\ est p * 73 . 
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Africa has practically liquidated all British holdings 
m then? gold mines and thero is no reason why 
India should not follow suit 

In order to hasten the pace of industrialization 
and shoitenmg the poriod of consumer a sacrifice 
aud for having the required capital goods, it is 
suggested that we may take the help of external 
capital This can really be boirowed only as a loan 
on equitable term* 

A study of the well-marked tendencies of the 
present times clearly shows that we will not he 
able to get sufficient supply of capital goods so 
easily Further, the foreign industrialists are 
anxious foi partnership but the present writer feel- 
that on any day we should not allow this partner- 
ship because unequal combination is always dange- 
rous to the weaken side 

In the meanwhile let oui industrialists realize 
that the foieign capitalists have understood that 
the days of then exclusive privilege to exploit 
Indian lesouioes and markets aie over and theiefore 
there must be a new policy and the new policy is to 
make fneud'hip with their Indian counter-parts 
and to associate them with concerns which will 
really be Indian m name and foreign in outlook. 
j,ot only thi*, they enjoy State protection agairst 
foreign competition There is no short road to 
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success. Oar ladsatnaiists hare got to take a 
decision and it is to ba «een what their decision. 
will be * 


Hussain Analogy Quoted 

In the meanwhile the best plan would be to 
utilize onr sterling accumulations for the develop- 
ment of our poblio work* and the provision of social 
services For the nationalization of key industries 
and the development of public utilities, can 
borrow money in the money market In other 
word*, we can adopt the system of Ion interest and 
long term loans abroad Let ns not forget the way 
in which the Russian* could finance all thtir plans 
for economic development They did not have fixed 
capital in the beginning, nor aid thev expect any 
aid from abroad \s Profe* or» Wadia and 
Merchant point ont 

'Its modern economy has been hunt up out of 
production goods rendered possible by limning the 
con«umptiou of the ma^es and involving heavy 
sacrifices upon the people for a period. 


• A Gandhi) said in 1945 * I{ g merchants cap tah 9 t$ ,ndu tna 
l n» and Others 'peak and *i te aga ost the Goseiomeijt bat in action 
do uw !1 ard even profit through ,t— although ih* profit maj- amount 
to ») five percent agair*t the Garenun*nt s n cetj fi* e * It u Inga 
tit ewe take a Census of foreign cap tal in Ii dia- It i s e -od the 
Ea tern tconom sts referred to this need in a recent issne and it i» 
hoped pnb?c opinion will assert itself Gandhiji s warning to the 
Ir tan indu trials ts too is very tritely 
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There is no reason why India cannot adopt the 
same methods in J946 when Russian could do so as 
early as in 1917 "We may have our ideological 
differences with Russia but we can certainly adopt 
then methods provided they are good and m the 
interests of the masses 

C inclusion 

Thtts for the industrial development of India, we 
may require foreign capital, technical and assistance. 
The point is that we must secure them on terms 
best suitable to us and which oonform to accepted 
"business and commercial principles Further, they 
must be amenable to our control The resolutions 
adopted bj the National Planning Committee on 
this subject are both timely and dignified The 
committee while appreciating the need for the rapid 
industrialization they are that many of our indus- 
trial, mineral and other concerns are dominated by 
foreign capital, control and management They 
have entrenched themselves on the soil by adding 
the words ‘India Limited ’ The National Planning 
Committee observed, 

'In the case of key industries, involving the use 
of secret processes, which would not otherwise be 
available to the country, foreiga participation m 
-ownership and management may be permitted, 
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subject to the approval of the State under certain 
•conditions,” 

There is no attempt to drive out of the nrm ntry 
foreign enterp r i ?e and in the case of indngfrrtps^ -ft f 
national importance no foreign-c apital should b e 
allowed to be invested This is perfectly a sane 
attitude, because in the new economio order, we can 
not allow the cosmopolitan financiers to undermine 
•our economic progress. 


CHAPTER III 

LABOUR UNREST IN INDIA 


Recently Pandit Jawa ar Lai Nehru, speaking 
at the Delhi Provincial Political Conference gave au 
account of the "Labour troubles in the country 
While admitting that there had been grievances in 
every ease of strike, be said that each day of strike 
lessened the national wealth His Vfevr is that the 
country la facing a serious shortage of goods, our 
anxiety must be to stop up production To quote 
but one example, the recent strikes in the textile 
mills have affected the production of cloth to such 
an extent that rve have been forced 10 import cloth 
from Japan even though we have all the conditions 
to producing the clothing mater ale sufficient for 
our requirements Organised labour is neoessaiy 
for the successful prosecution of the various deve- 
lopment sohemes A correct and appreciative lead 
to labour consistent with the mteiests ot labour 
itself and the conutry is the greatest need ol the 
hour. 

While these are good sajing*, one is afratl that 
they do not g° f® r enough We must consider the 
economic pattern of society as it exists at the 
present tune and see whether there ace proper 
[ 28 \ 
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incentives iir various rectors of economic life There 
lias a time ire ustd to consider the industrialist" as 
the trustees of people"’ wealth But considering 
the economic sitoation, as it exists at the present 
time, we find that it is otherwise The farmer who 
is producing food crops should not he made to «ell 
them at a price which is not able to meet even the 
experwes of production and at the '»me time enable 
the man whogrows tobacco to make huge profit" 
We give starvation wages to agucultural labourand 
allow Tata deferreds to give a dividend of Bs 130 
on a share cf rupees 20- The textile industry made 
huge profit of more then 350 erores of rupees *and 
we find that the position of textile labour has nbt 
materially improved The position of the industrial 
worker ^miserable *1 he progress of industrialism 13 
not to be measured »n terms of wages and profits but 
in terms of human auffenDg It is rightly 'aid, “deep 
in the back-ground of the slum", the flame" are 
spreading” Ihe industrialists mu"t be made to 
realise their dmv to the workers in the matter ot 
food, c’othing aud shelter 

If we just dive deep into labour unre"t and 
economic ailments of our industrial c vihzation, 
we hud that at the root of the malady of unsecuntv, 
uueertamty.etc , he production for profit One really 
feels that more than even before there is a great 
need foi the transformation of existing economic 
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order. What is needed at the present time is a- 
sympathetio understanding of our economic problems 
and a desire to face facts boldly and deal with 
them wisely. Evidence is not lacking that part 
of the labour unrest is due to the realisation on 
the part of the labour that his standard of living 
is miserably low. 

We have necessarily to consider what is wrong 
with our economic life. If we just consider a 
province like Eombay theie were more than 500 
strikes last year. It is calculated that in the course 
ot past 21 months, there were nearly one thousand 
ft strikes., involving 12,60,000 workers and loss of 
55,00,000 working days, consequently there was 
dislocation of eoonomic life, drop in production, 
loss to labour and inconveniences to the public at 
large. It is no use '’thinking that these were 
engineered by vested "interests to disci edit the 
Provincial Government Even the school-master 
•in some provinces has decided to give up the piece 
of ebalk and strike work. It may at once be said 
that they pitch their demands so high that it they 
are accepted in toto, the countiy 's economy is 
bound to be shatteied. 

We must understand the psychology ot strikes 
and to understand the causes ot industrial uurflst 
■which cannot be engineered by mere political 
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pretext® Indeed, they cannot be brushed aside 
lightly on the plea that they are inevitable m the 
post war transition economy But since the 
strike epidemic has affected even the clerical 
workers and the middle grade salaried people, we 
have to consider the matter seriously In some 
ea«es, of course they may be due to the fear that 
their standard of living may go down in cases they 
are not able to get the salary at war time scales 

We cannot afford to forget the steep nse m. 
the coat of living With 1934 39 price level as {he 
base, we find that the living index of the worker 
has only IGo just before the war , now it has shot 
up to tvtn 300 m some province* Further tho 
quality of article received by workers has al o 
deteriorated and many e entials cannot be got at 
controlled rates Hence the cost of living index 
nay xeally be many time* higher than the index 
numbers provided by the Government After all 
when the industrial! ts and others are minting 
money, the various other tronps are finding it 
mpo«sible to make both ends meet Wage earner* 
are not able to get wages at par with the prices 
Under these cirourn tances, one really^wondera 
if there is any remedy to the situation It 
is high time we remembered that it is no nse 
declaring strikes illegal We mu*t try to root out 
the rai«on tie etre ol strikes Hies it can be seen 
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that the unsatisfactory economic conditions, the 
'disheartening disparity between wages and cost 
of living, and oertainty about future are at tne 
bottom of labour unrest m the country 

The icot cause of the labour unrest is due to 
the failure of Government in the pist to evolve a 
definite policy aiming at stabilisation Ot prtoes at 
a level which maintains employment a* the 
highest level and stabilises the cost of living index 
Similaily the government have not been able to 
evolve a definite policy in regard to wages Finally 
there was lack of a olear policy meant to give 
large employment to the people It is leally a 
sad commentary on the pokey of the Government 
but one cannot but mention it 

When the worke r s find the prices of commodities 
are increasing, they demand more wages They all 
ihe more demand it, because inflat’d personnel 
conttuues to be maintained On inflated salaries. 
When they get more money, the}' naturally become 
idle and demand more wages At the present we 
find that shops are practically loaded with only 
fancy* goods It is really a social tragedy The 
Government must follow a turn price pohoy in order 
to avert a social cnsi« Until paces ate stabilised, 
even industrialisation of the country becomes diffi- 
cult We have to stabilise prices because the price 
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level la getting out of control. What the workers 
want is an improvement in the standard of living 
and removal of hardships The workers are at 
present discontented end disillusioned and they are 
feeling that they have to seek their own solvation 
“Wages B nd prices have to adjust themselves to a 
leasonabie level if the situation is to improve 

In England and America, while the wages have 
been raised, the cost of living has not gone up much 
higher than the pre-war level While the woikers 
in those countries ate trying to have a higher 
standard of life, we m India are struggling against 
a further deterioration m our already low standard 
of living 

v 

Referring to agricultural prices we have to say 
that more than oven before there is a great need to 
stabilise agricultural prices The committee 
appointed by the Government has made several 
recommendations on the actual working of the 
policy Here again price support policy cannot be 
substitute for radical reforms in agriculture which 
we have to undertake if the primary producers, lot 
is to he improved Let us also remember that the 
cultivation can no longer depend npon only cloth, 
kerosene, salt and gur It means we rdust enable 
them to reap the benefits of an industrial civilisation 
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Jt may at once be said that any de«ired level of 
agricultural prices can only be sustained as an 
integral part of a steadily expanding economy 
Stabi li sation of a gricul tural . prices can only bo 
secured by a su table fis cal and monetary policy 
designed to secure not only a steadily rising price 
levelTiut also a high level of employment and 
industrial poli cy Thus it is desirable to maintain a 
fair amount of stability in the general price level 
In India, this problem is beget with a number of 
difficulties because we must decide upon what is a 
fair price, which is fair to the producer -as well as 
the consumer Here a pausing refere ce may non 
be made to the need for raising the real wages of 
ihe worker It may be mentioned that the emp- 
loyers and ultimately the State can help the workers 
to provide the neooe«ary amenities like house 
childreu s food, olothmg, etc , at a reasonable price 
The employer may lose a little but the workers w ill 
feel happy and they would never take lesource of 
strike Similarly wages should be fixed not only 
according to the nature of work bat also according 
to the needs of the worker If a worker has many 
children, a separate allowonce should be given to 
them After all, children are national assets and 
the Government should look to th lr comforts Iu 
addition wages, must be fixed 10 relation to the cost 
of living at a particular place In all these matters 
4 here is a need for Permanent Pay Commission, 
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consisting of employers' and employees’ representa- 
tives so that there will be no bear burning t 

In the mean whtle attempts are being made to 
mtrodue^labour legislation in various provinces 
It is good that attempts are being made to constitute 
works committees for different occupations so that 
much of labour unrest can be avoided. For example 
in matters relating to adjudication, arbitration, etc 
we can simplify the procedure and prevent the 
collapse of industrial structure at this critical 
juncture Aft»r all, one should not forget to 
remember that we have now no principle of wage 
determination, with the result that the strike 
epidemic is spreading like wild fire The recent 
postal strike has indeed emphasized the need foi an 
overhaul wage struo are Unless we hold the increased 
cost of living, we cannot conirol the demand for 
increased wages The Eastern Economist has 
rightly pointed out the strikes are a visible symbol 
of a demoralised and discredited adminstratron ^ 

Another problen which has got to be considered 
is the question of homing of industrial workers It 
i is good the Bombay Government have realised that 
it must do everything in Us power to improve 
honaiug condition in co-operation with all those 
who have an interest in or responsibility for the 
matter It may be pointed out in this connection that 
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co-operation between the Government, employers 
and the employees is indispensable After &U, the 
great need of the hour is a comprehensive scheme 
for solving the problem of housing It may be 
interesting to note here that the Government of 
Hyderabad has taken time by forelock by evolving 
a scheme for building houses to the labourers at a 
cost of about 300 rupees so ihat they can hve in 
hygemio surroundings. It may ha noted that this is 
also one of the wa^s of meeting post-war depression 

A word may be said about social security The 
raison d’ etre of any social security plan is the 
necessity of and “equitable distribution of the 
profits and burdens, gams and hazards of an indus- 
trial civilization.” 

After all no country can progress if the hazirls 
are to be borne by those who are least abl6 to bear 
them It is good the Congress Ministry of Bombay 
has included the protection of the working cla*s 
a gain* t social hazards like sickness, oldage, un- 
employment, ets 10 its programme Equalisation 
of the purchasing power of the different social 
cla&ses is indeed the sine quanon of mdastnal 
progress The contents of social security according 
to the committee in the USA are defined thui i 
Secunty for employment, security of reasonable! 
standards of working conditions, «=eeunty of income [ 
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■while unemployed, security of retirement income, 
security of recreation, mental and hospital 
assistance and finally security of one’s family 
in the cage of one s accident, invalidity, ill- 
health or even death India is badly in need of 
a social security plau because of the inequitable 
distribution of our national income on the conditions 
created by the War Even though according to 
Dr K R V Rao s calculation, our per capita 
income is Rs 65 - per annum, we find that it is so 
uuequally distributed that one percent of the 
population monopolizes 33 % of onr national income 
33% enjoy 33% of the national income while the 
remaining 66% of the population have to oe content 
with the remaining 3i% This statistical calculation 
of national income based on average hardly gives 
ns the idea of the quantam of economical welfare 
In fact, we have to consider the real economic 
welfare of the masses that is why several people 
say that the prob em of distribution has got to be 
considered while planning the economic development 
of India Let ns hope that very soon the social 
security plan prepared by Prof Adarkar will 
become a fail accompli The present writer 
' would say that we must give priority to a minimum 
wage policy, then haie a sickness insurance scheme 
financed by contribution from the employers, 
employees and the btate and finally have the iinem- 
ploj ment insurance scheme Several people say 
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that our eountiy is poor and it is not possible to 
have all these luxuries, but let us remember that 
unless we consider the urgent problems of the life, 
and the welfare of the working clas?, which has 
now a much as a major force in society, will not 
be able to have industrial peace It may also be 
mentioned that instead of piece-meal legislation we 
must have a co ordinate d plan because half measures 
are useless 

There are other major problems like national! a- 
tion of k©3 industries and control of other Industrie* 
and m all these matters, the Central Government 
can see that there are common standards of welfare 
and employment in all the province* That is whj 
man} people feel the need loi a strong Central 
Government in India, and the Cabinet Mission has 
not succeeded in achieving Ibis idea 

The reed for obviating unmistakable signs of 
fatigue like absence, increase in accidents has been 
felt by the Government and the factory executives, 
that is why reduction in the hour-, of work has 
been proposed to alleviate fatigue It is said that 
wbeie week end ml pauses are given from tnda} 
evening to Monday morning it has a marked 
effect on the general outlook of the workers Rest 
pauses in the middle of the work when the} can 
have a cup of tea is also advocated Ihis will 
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prevent lo&s off efficiency, weakness, and accidents 
Similarly, the pnnoip e of music while jou work, 
wnen energy begins to flag The employers must 
a No launch welfare activities like good housing 
mess facilities free medical aid, libraries, schools, 
etc 


It will be of interest to note that the Managing 
Engineer jf the Rajkot State Electric Supply Co 
has already been able to work some of these ideas 
For example a person getting an income of Rs oO • 
per m>ath is insured for Rs 3 oOO/-anJ theoompanv 
pays the premium Free medical aid is given to 
the workers an! th“ir farm iea Not only this 
when the Di tor recommends milk, eggs or frnit*, 
they are given free as long as thej are necessary 
The Managing Engineer Rai Bahadur A C Das 
tells me that statistical data has revealed that the 
work r who is suffering from chronic ana®mia has 
been able to gam threo to four lbs per month when 
c upplied with a cup of milk and an egg every day 
He says that this is an investment because it leads 
to increase efficiency anu mutuf good vill The 
present writer urges legislation requiring all 
establishment employing more than o30 workers to 
maintain a dispensary and a physician Rec ntlj a 
new scheme by which the lower income groups are 
supplied with vegetable a a onoassioa rate has 
als) b a en launched It n also hoped to build a 
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few* rest houses away fn m the city 90 that convale- 
scents can live there away From the dost of the 
city The present writer cannot but gay that it is 
high time for other industrial concerns to emulate 
this example 

The proper remedy, therefore, for the present 
labour unre«t is to ensure a living wage for all, 
provision of proper housing, institution of social 
security measures eto The post-war labour unrest 
is due to the worsening of our economic life It is 
rightly said that jostice delayed is justice denied 
We have to meet plain facts We must get into 
the psychology oi strikes and try to understand 
the method tn which wo can prevent the further 
spread of this epidemic In the present circums- 
tances, with inflation running smock and the tost 
of living rapidly rising, strikes have become the 
on'y weapon If we mean business, we must bring 
down the cost of living by stabilisation of prices 
which is not very difficult Where there is will, 
there is way Industrial peace and harmony are 
•quite essential For the progress of industry and 
-welfare of workers Under the, old ay torn, theie 
■used to be personal contact between the employers 
and the employees The old ties have now disap- 
peared and impersonal relations and cash nexns 
have been substituted. This gives rise *0 several 
mi understandings and strained relation® Indeed, 
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industrial peace and harmony between labour and 
capital are the two coefficients of industry which 
are the primary condition of progress 

A great responsibility lies upon the workers as 
well Unless they contnbnte to maximum produc 
tion, unless they are disciplined and show re«pect 
to tho^e under whom they serve, the future of our 
industry will be dense After all, they are not 
mere wage earners but the citizens of the city 

Similarly, we ttav© to conailerthe interests of 
agrarian labour 

The battle of peace lies ahead and unless th r 
is a copartnership in industry industrial unrest is 
bound to increase 



CHAPTER n 

COTTAGE INDUSTRIES AND PL4NNED ECONOMY 

The paths of economic planning and transition 
fom war to peace economy and the connected 
problems are not easy They require great vision 
and capacity. The War has given opportunity 
for tho development of our industries and made us 
r ahse oar potentialities A press report says that 
there is a move to effect retrenchment consequent 
the liquidation of war tims requirements Very 
rocently Dr John Jlithai, one of the signatories 
of the Bombay Plan anJ a foronr chairmin of the 
Indian Tariff Board eame to the conclusion that the 
total money expenditure would be six hunched orores 
below the original budget estimates He rightly 
s uggested the revival and expansion of ou7mjmerou s~ 
cottage industries Mr V L Mehta has also 
observed that cottage industries alone provide 
employment lo our teeming millions 

The economist will be rendering a distinct 
service to the country by setting out clearly the 
economic problem facing the country plans and 
plana have become the order of the day The 
country \s flooded with plans which are surpmiug 
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in number and bewildering m their variety. We 
may argue “industrialise or perish” but large-scale 
industries cannot easily import capital goods and 
therefore cannot give us sufficient relief If we 
do not take effective steps for the development of 
cottage industries thiy also stBnd the risk of beiug 
outed from the field In fact we have to capita i*e 
our opportunities Even our Trade Commissioners 
aaj that the pro°pects for the production of the 
oottage industries like silk goods, fancy articles 
mats etc ate really encouragmg since they are well 
received in foreign markets 

The large majonty of our people live in village* 
After a 1 1 in a country like India we must consider 
the basic problem of food and clothing and the 
vital necessity of helping small men The funda* 
mental of planning should be rebel of poverty by 
finding employment to the ma»»e3 and equitable 
distribution of the goods produced Statistics 
reveal that over oo miltons out of a total population 
of 40J millions earn their living out of cottage 
industries Similarly out of 15 million industrial 
workers only 2 milbons get their employment in 
largo °cale enterprises The deeentnahse character 
of cottage industries provides employment to the 
workers at their own hoo«es One cannot fail tn 
remember the vast treasure of workmanship io be 
foun^ m the remote villages of India 
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Just at the present time India is confronted with, 
the problem of shortages There is food shortage, 
cloth shortage and what not Population is tremen- 
dously on the increase ivxth the result that an actual 
■Malthusian situation is prevailing m India The 
present writer "was perhaps one of the earliest of 
the Iudtan economists who emphasised the need 
for developing our oottage industries We must 
also remember that in every province there must be 
a planning commission to consider which of the 
industries are to bo supported Having taken a 
decision we should safeguard them agAinst machine 
com peti tion They shouId'b^^organisecTthat thej^ 
may 'fit into our national economy since Erany of 
them provide a subsidiary occnpatmn to our 
-agriculturists 1 he problem of finance, researoh, 
marketing, et) , have also to be considered so that 
we can produce goods at a cost and return compara 
b’e to those of other methods of produotion I may 
here atonce say that I am not against the develop 
ment of Iargescale industries Having had first hand 
experience of the working of the AN India Village 
Industries Association, Wardha and having worked 
on the economics of cottage industries, I am of the 
opimou that since our principle eeotiarom problem 
is unemployment and underemployment of a iarpe 
«ection of our population we must support industries 
which give employment to our peoplo and which 
d; not require much capital Our peculiar economic 
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prob’em has to be solved in a practical way. We 
ca nnot multi ply Bomba\s am i Calouttas The extent 
of mechanisation and the size oi the industrial 
plan depend upon the relative scarcity and co t cf 
lab oar nnd capital "We have scarcity of capital 
and not labour in Inna 

It is a pity that t>\en though we are having 
acute cloth shortage we are not taking proper steps 
to develop hand spinning and handweaving even 
though we do not requ re much outlay equipment 
In fact ootton u grown in all parts of India and 
one can spin either on the Takli 01 the Charkha 
Dr Kajendra Prasad once observed that if we spin 
for atleaat two hours a day we can be self sufficien' 
It was estimated that if 14 out of 47 millions spin 
for tu o hours a day the entire clothing rcquremeat* 
of Madras cau be met Furthor it affords the 
agriculturist with a profitable subsidiary occupat on 
The income cannot be insignificant when we 
lemember that the per capita income is hardly 
Rs bo per annum and that too is inequitably 
distributed The All Iudia bpinners Association 
with its capital of above 89 lacs is able to employ 
more than 4 lacs of artisans and with the same 
capital invested in textile mills we can hardy 
employ 20,00 J people. Thus Gandhijt b attempt m 
this direction is not a mere fad but is a practical 
attempt to relieve the poverty of the people We can 
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develop paddy husking as a cottage industry We 
can understand central! ation for efficiency but m 
this case we find that by adapting the decentralised 
methods of production we cau increase the output 
hy 10% because rice loses 10 of its weight when it is 
polished From the point of view of nutritions the 
nee when polished loses 82% of it* nutritive value 
There is lack of minerals and vitamins in polished 
rice. Bice mills also add to the problem of 
unemployment as cau be seen from tl e following 
table — 


Place 

Method 

Amount of 

No of 

Persons 



Paddy 

persons 

that can 



tieated in 

employed 

be em- 



mds 


ployed 





if rice 





home- 





pounded 

Bulsar 

Home 




Gojrat 

Pounding 

3* 

5 

6 

Bardoh 

Rice Mill 




(Gujrst) 


105 

6 

150 

Guntyr 

Rico Mill 

360 

40 

615 

It would 

be clear that as the 

size of 

the null 


increases its capacity to displace human labour also 
increases 

It is not possible m this brief article to refer to 
the need for developing other cottage industries like 
oil-pressing, paper making etc But suffice it to 
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say there is no meaning in taking oil seeds from 
Tillages to a central place and distributing oil again 
to the Tillagers The reader is referred to the 
valuable literature publi hed by the All India 
1 lllage Infantries Association for farther detail 

‘ Cottage industries require little capital, running 
expenditure and skill Thinks to Gandhiji we have 
realised the need for their resusoitation Let us 
hope that the popular ministries will implement the 
economic policy for -which they all along stood 
Let me once again repeat that the real India lives 
m the villages It is needless to add that Indian 
States shoold also take positive steps 



CHAPTER V 

LOCATION OF INDUSTRY IN INDIA 


It is a matter of common knowledge that in 
several highly industrialised countries of the world, 
the problem of industrial concentration has reached 
an acute stage For the matter of fact when new 
faotonos -were set up without judging their 
locational advantage and repercussions of further 
concentration, new problem have been created 
The dangers of excessive concentration are increas- 
ingly recognised Considerations of strategy, social 
costa polioy of full employment of resources and 
labour force have really made us realize the need 
for dispersal of Indus ry Indeed, it is a good sign 
of the times we have appreciated the fact that 
economically as well as sooially, control of location 
ivi'l contribute to the piogiess of the country 

Considerable attention is given to this problem 
in foreign countries Not only this the social and 
economic problems created bj it have been studied 
by several commissions and research organisations * 

* A Rojal Comm s on unde the c*ia mansh p of Sr Montague 
Barlow «as appo n ed in England in 19J ustuiyth problem 

[ 48 ] 



[ 49 ] 


It is really a pity that this problem has not been 
•considered in its proper perspective There is, of 
course, one reason, we had a late start on the path 
of industrial progress bnt if we just consider the 
conditions m industrial cities like Calcutta Bombay, 
Ahmedabad, Kanpur, Delhi, and \agpur ete , we 
.find that industrial concentration has already 
resulted alarming proportions Some of the evils of 
urbanisation have long been evident If this ten- 
-denoy is allowed to grow unchecked it would be no 
wonder, if at a later stage it becomes impossible to 
check- the evil After all the cure at pre ent is easy 
and it is good that this problem finds mention in the 
•statement of post-war industrial polici of the 
Government of India A time has come when the 
industrialists, the economists and the Government 
should consider this problem 

I 

Fa-tors Affectin' Localisation 

Students of general economic theory can easily 
remember that by localisation of Industrie we mean 
the concentration of particular mdu tries in 
different part* of the oountij. An mlu try is «aid 
to be locah ed in a pirtmular p acs or irei where 
different firms deahug in the same commoditj are 
ooncentrat d iu that particular area For example, 
the jute industry is localised near Calcutta while 
the cotton textile m lostry is more or less localised. 
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iq the Bjcabay Presidency "We can easily see that 
a manufacturer choses a place where he has to 
spend less for manufacturing a commodity 
Secondly, he also considers tbe problem of transport 
costs He has to consider this because ail the 
factors which influence localisation of industry 
refer to raw materials, suitable labour, sites and 
service*, access to market and finance It is not 
neoea ary to refer to these factors in detail because 
these are almost self explanatory One may how- 
ever saj that, a few other causes like patronage of 
the Royal Court has the greatest influence m the 
location of particular industries Toe location of 
the muslin industry in Dacca and the silk industry 
in Murebidabad were not a httlp due to tbe patron- 
age of the Royal Court It may, bower er, be added 
that when once an industry gams the momentum 
of the start, firms begin to settle down there because 
tbe locality possess a reputation lor producing that 
particular commodity The watches of Switzerland 
have acquued such a reputation that new firms 
naturally are established in Switzerland so that they 
ean take advantage of the trade mark. 3wise Make’ 

One can say that the most important factor is 
the transport relations as between raw materials and 
markets This aooounts for the concentration of 
tbe industries in parts and commercial centers It 
may, howuvei, te added that the locah°atioa of 
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each industry depends upon the prosence of a 
particular state if factors. 

n 

Evils of Industrial Concentration 

Inspite of the advantages of localisation like 
industry gaming reputation, labour acquiring 
henditary skill, subsidiary industry springing up m 
the locality, promotion of the me of specialised 
machinary and development of banking institutions, 
it does not mean that it has no disadvantages m the 
event of a depression taking plaoo in the localised 
industry, the lack of diversification of industry 
accentuates the evil effects of uuemp oyment * 
Excessive specialization and dependence of a few 
industries carries with it grave risks particularly at 
times of depresnen In case there is diversification 
of industry, since all the industries are not affected, 
we can easily reduce the suffering of the people 
That is why people advocate varied nature of 
industrial activities Further, if the products for a 
particular industry are not in demand, the workers 
are likely to suffer There is another fact to be 
considered Several people are questioning the 
w lsdom of allowing labour to move from place to 

• To the eat ol t »t local unemploym nt is affected by the 
Ic aticn of industry the effects of unemployment can be regarded 
is effects of the Iccat on of Indu try The location of Industry 
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plaep. 1 2 We can easily spe the people go from very 
long distances to -work m industrial centers The 
poiut is whether it is not desirable to deeentralise 
production, taking advantage of the principle of 
regionalism In this wav we can restrict the growth 
of too large aggregations of the- people It has 
been rightly remarked, the social and economic 
disadvantages of large concentrations were patent 
even before the war, while the strategic significance 
of industrial location was underlined as never lefore 
during the Second Wor d War 2 Social problems 
to which exce«sive specialization ha* given rji»e to 
have been many 


After all if we just take into consideration our 
own country we find that industries were first 
concentiated in ports since they could eanly secure 
an oversea’s market After tbe British established 
their sway m India then* was brought about an 
economic disequilibrium following the deo mo of 
baudi-crafts For a lODg time Bombay was an 
industrial center because it had excellent trtusport 
relations, was the center of nw cotton market foi 
export and the railway rates policy aN 0 helped 
ports like Bombay Not only that, it was a ong with 


1 It is o'ten n«nal to several writers to rcfc to lra*ti c 
uhlch increases a* tbe population moves further a»a> from 
city This involve^ a lo of waste became even journey uk 
nine n addition to trouble, and loss ol real incon e 

2 B C Chose. I dustnal Location page 3 
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Calcutta the seat of the managing agents For a 
long tuna, industries were concentrated m ports 
Unfortunately the distribution of industries in India 
is characterised by excessive concentration in a fe\V 
cities It is sail that more thaa half the number 
of factory workers m India are found m the two 
cities of Oaloutta and Bombay Thanks to the 
growth of commerce and transport and abundance 
of business ability, new industrial centers have 
come to the forefront m the interior This is 
perfectly in tune what is happening in countries 
like the USA and England Dr Lokanathan 
has rightly pointed out that ‘ this breaking down of 
local concentration, the relative decline of highly 
developed areas and the development of formerly 
backward areas are not with out compensating 
advantages It is desirable to aecnre for each 

country a more equal geographical distribution of 
economic lite * 

One need not of course «ay that tne Qistributiou 
of industrial activity m India is uneven The 
Second World War no doubt accentuated industrial 
concentration After all, industries should be suitably 
located with special reference to geographical 
and economic factors The state should control 
location because it is an essential corrolary of the 

• Dr p S L lean. than Industrial Organisation in India 
Taee 33 
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policy 'of discriminating protection After all a 
good deal of waste of mon 6 y can be avoided in 
"tins way. India is a country of tong distances and 
so the problem before us 13 easy It is bon raw 
materials, power resources and marketing centers 
are brought together As it is, they are not properly 
harnessed The present writer may here mention 
that there is a lot of disparity m the industrial 
development of the various region* The tendency 
has been for the disper°al of industry particular y 
from Buti«h India into States * 


III 


Economic Significance of the Problems 


If we just consider the economic significance of 
-this problem, the evils of industrial concentration 
nave become far too apparent The advantages 
of agglomeration have atonce become the disadvanfa 
ge« In addtif n to what has been mentioned in the 
previous paragraph it may also be stated that 
excessive concentration leads to industrial ero«iou 
because fresh land in some parts is in>e 1 for 
industrial purposes while other parts are neglected 
So far aa the social aspects of this problem are 
concerned, it as a matter of common 1 Lowledge 
that it criatBS several new social j^ues- It has 


* Ths/act was empha td n Locat on of I/idosiry n 
PUBLISHED Et THE ECONOMIC ADVISER 

government OP INDM 
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serious repercusnons particularly in tlie direction 
of hons ng and health It is stated that in addition 
to over crowding in “ohawls,” we have also to 
consider its moral effects Statistics reveal that 
74 °/ 0 of the population of Bombay lives in one room 
tenamento Every one sixth person m the city 
lives in conditions over crowding which are 
prohibited by the existing law Adequate shelter 
against sun and ram is the primary need of human 
life Statistics reveal that the average floor -pace 
_per person even in 1937 was only 27 sq, ft (and it 
must be much less now), while in Sholapur it is 
only 24 eq ft Another aspect is the re ation 
betweeu death rate and housing condition The 
greater the crowding tho higher is the dea‘A rate 
The time for inaotion delay is past and a begming 
should be made Let it be remembered that much 
of the labour unrest m India is due to the conscious- 
ness ou tho part of the workers that his housing 
conditions are dep'orable As one writer has 
pointed out ‘under fed like animils, without light 
and air the industrial worker in India is one of the 
most exploited of all in the world of industrial 
capitalism ’ The high mortality m industual to ms 
is due to the fact that ooucetration has taken place 
not onlj m a hap-hazzard manner but long before 
any body could think of them. 


It is really a pity that even though lip 


service* 
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19 paid to the principle it has more often been 
violated in praotiee The Second World War hat. 
only accentuated the forces of concentration because 
the old cities alone were expanding like anything 
unlike in other oonntnes where uew industries were 
staxted m new centers as well But in India only 
the old industries weie expanded and because they 
were all located in urban areas, one can easily say 
that urbanisation of tbe worst type took place 
Over-crow ding has gone into enormous sizes In 
addition to it, it has been rightly observed “nearly 
80°/(, of the increase vn employment since the war 
broke out is distribute! in tbe Provinces of Bombay, 
Bengal, TJ P, the Punjab and Delhi where already 
large industrial development hsl taken place* 

This makes us feel that we aie proceeding just 
m the opposite direction In England dispersal 
of industry is noticeable This has been the shif- 
ting ot industrial lite iiom the north to south and 
to the south east. The same tendency is noticeable 
in the U S A but in la lie the war has only added 
to the inequality There was no attemp on the 
part of the Government to set up new industries m 
^ jxew eeuters which would have been able to bring 
about a more even distribution of industry Apart 
from the need for a balanced economy one may also 

* The Eastern Econom si Maren 23 1345 page 351 
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refer to the need for considering the strategical 
factors Dispersal helps ns to avoid the ri3k of 
attach bv «ea and air 


IV 

Need for Regional Planning 

Thus the need for dispersal of industry becomes 
«elf en lent Indu is a vast continent by itself and 
only regional planning helps us to raise the standard 
of living of the people We have also to remember 
that the benefits of the economic development 
should be shared by all the regions This is the 
best way of not only giving opportunities to the 
vartons parts of the corntry bat al«o minimising 
inequalities of income That is why it is rightly 
said that a regional distribution of industry is the 
sine qua non of successful plauning The ohaotic 
growth of cities without planning has to be 
depn ated It does not mean that all industries are 
amenable to vide disper al The ejonomita of each 
industry has got to be considered by the National 
Planning Authority and suitab o steps should be 
taken u this dire tion India is a country of long 
distances when w e &Tgue that industries tend to be 
localised uithiu easy reach of the markets it 
neoesamlj means that particularly m a country 
like India industries must be decentralised With 
the development of communications and transport 
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it becomes possible. Not only this, attempts are 
being made to reduce our excessive dependents on 
ooal as a source of power. If opportunities for 
generating Hydro electric Power in P. P , C P., 
Kathiawar and states like Jaipur are utilised, they 
will exercise a strong influence m the dispersal of 
industrial production The present writer has else 
where referred to the great possibilities of storing 
water xn the Kathiawar hills whit h should be 
co-ordinated in some regional form. He even 
suggested that states, large and small, should agiee 
mutually to the Regional Control of the e water 
resources * 

Lessons from the T V A 
It may not be out ot plaje to refer to the f V A 
example in the USA. whioh has attracted tho 
interests and arrou«ed the speculation oE all thinking 
mi ad 8 in. the world of science economics aud 
politics It lepresents an econo mi o polioy of hope, 
and expension m which the Government would 
play a dynamio part Let it be remembered that 
Industrial development cannot proceed along 
artificial Government boundaries It must depend 
upon the Geography of raw materials, power, and 
markets In other words, the various Provinces and 
States have to be co ordinated, if tho development 

• Economic development of Rajkot ^tate Report of the Post "War 
Reconstruction Committee Page 7 
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because we can have suitable looatiun of industry 
only when there is regional planning. 

V 

Need for D/spersal of Cotton Textile Industry 

If we ju«t considei the location of various 
industries, we fin d that the factors infinencing 
location are not the same In the case of the Cotton 
Textile Industry, we find that, it is ooncentrated in 
the Bombay Presidency, oven though it depends 
upon distant centers for the supply ot raw materials 
Transport relations and distubution of productive 
forces have always played an important part 
Statifctica reveal that remarkable chauges have 
taken place between the years 19dl 29 The state 
of expantion has been much greater m Indian 
States The States as a whole bare moreased their 
share in number of woikers from 7% in 1921 to 
16% in 1930 * It is also to be noted that further 
concentration of industry in the same areas ig eure 
to aggravate regional inequalities It will be bet er 
if further expantion of the industry takes place m 
areas which have a relatively smaller •■hare Let it 
be remembered that the Cotton Mill Industry has an 
inherent tendency to be attracted towards markets 
rather than towards the sources of raw materials 
It is, therefore, capable of considerable dispersal 

* IndinC non Textile Industry (1914 Annul Ed tor 
Gandhi ) Page 51 


M P 
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’between jegious * It is good that the various 
parts of the country have realised the need for the 
dispersal of the industry For example between 
j 921 and 1939, the .number 0 f worker* employed in 
thviv&do&try \w<y^a&sd from 3 5 Iaes to 5 9 lacs 
The number of worker* in the various provinces 
also increased as under — 


Bombay 

52.C00 

Madras 

_ 40,000 

U P 

24 000 

Bengal — < 

19, COO 

C P ... . 

. 7,000 

0 P States 

. 26,000 

Baroda 

....18,000 

Mysore 

12000 

Bombay States 

8,000 

Hyderabad 

5 COO 


One can easily say that the di per->al fores is 
actually working and it has gieat potentialities 
for expansion If we vn out p\am 5 ot the economic 
de\elopment of India the fust effects will be «een 
in the increased demand for cloth It is hoped 
that this industry will develop in new centres which 
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are congenial for its development Any farther 
concentration of the industry in the existing 
regions is not desirable This i 3 all the more 
necessary because India is a country of long 
distances and transport costs play a dominating 
part in location 


U 

The Case of Sugar Industry Examined 

Its location is determined by access bility to 
law materials It is unfortunate that till now it 
has not followed any sound theories of location. 
Alter protection was granted to this industry, U P 
and Bihar came to specialise in this industry. 
Out of 163 sugar factories m India, as many as 
101 are located in thes* provices, which employ 
75% of the total number of workers engaged m 
the industry * Madras and Bombay have only 11 
factories each A time has come when there must 
be a diffusion of the industry Eren though 
generally transport relations particularly in respect 
of natural resources like power, consumers market 
etc. play an important role, eti 1 in the case of this 
industry accessibility to raw materials which 
weight losing play an important part It is really a 


* The prov ncial d sir but od of su*ar n 11 in Ind a n 19lf war 
as follows — Eensal 9 Bla 31 UP 73 Punjab 3 Madras 11 
B n bat 11 Assam 1 Or sal 111 W P 1 I dian States 21 
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wonder that even thongh it gives higher yield it 
tropical regions, still it has not made any headway 
in those regions It passes ones imagination why 
provinces like Madras and Bombay should import 
sugar, particularly when they can produce it with 
advantage In this way we can save transport 
costs and difficulties which wo have realised a« a 
result of the conditions created by the war States 
like Hyderabad have realised the significance of the 
problem and developed the industry More than 
ever before, theie is a great need for a well planed 
tentorial distribution of industry along modem 
trends of economic thought * 

VII 

Need For control of Location 

It is not possible in this chapter to refer to the 
need of the dispersal of other industries like the iron 
and steel industry, chemical industry, the paper 
industiy, the tanning indus'ry etc These also 
easily lend themselves to industrial dispersal Each 
industry is, of course, to be taken on its own merits 
Isow that hydro-electric power is going to be made 
availab e for industrial product on, and communi- 
cations and transport developed in addition to labour 
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force being widely distributed over the country, 
there is no reasonfwby there cannot be regional dis- 
tribution of industry Insteal of multiplying or 
developing the already congested towns and cities, 
it is better to plan towns of an optimum size I his 
involves some form of pub'io control in the location 
of various industries After all, public control is 
necessary because it affects our national life It 
should be open to the state to develop new areas on 
the advise of a oentral authority hLe Industrial 
Development Commission or an Industrial Trust 
Fund It will be interesting to note that the Hyde 
rabad Government has set up an Industrial Tru»t 
Fund whioh not only considers the problem of the 
location of industry but also supplies the neee arv 
finance for the development ot industries Such an 
organisation should have negative as well as positive 
functions "While jt should have the authority to 
refuse licenses for industries to be started in already 
congested areas it should also have the authority 
to attract industries to new areas so that there can 
be balanced development of tho country Let it be 
remembered that the factors of location have to be 
considered afresh with tho change of conditions 
and circumstances so that the industrial! ts stand to 
gam and not to lo e by such control It is unfor- 
tunate that economic advircr was against the right 
of the government to determine industrial location, 
according to him it would bo extremely daDgerotis 



t 65 } 

to the state to arrogate to itself the location of 
individual under takings But he seems to forget 
the fact that location of industry is a National 
responsibility 

"VIII 

Concluding Observations 

There is a great need for regional studies so that 
we can find on the industrial possibilities of tho 
various areas. We have also to study the methods 
and machinery of control After all, only a 
National Government oan decide this matter As 
one writer pointed oat “industrialists are not 
opposed to locational regulation but they are 
opposed to mddfiuiteness in this regard ’ * We 
have to bear m mind the transport relations 
particularly m regard to ra.v mat°rials, power and 
mark-ts If hydro electric powor is made available 
in are is w unbare away from eoal it will be possible 
for us to bring about disper ai of industry Planning 
should be on regional ba*is in which ease mdu trial 
development cannot proceed according to artificial 
Government boundaries For example the waters 
of tha rner Tungabhora pass through Madras, 
ilysor and Hyderabad and on y a Regional 
Conjiwsion o tn see that the interest of the whole 
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legion are furthered The present writer would 
even suggest the creation of Central Planning 
Commission to advise the Government m the matter 
After all the development of our resources on 
xegional basis is a matter of common concerned to 
the whole country and cannot be confused with 
■sectionalism The state of the furture will have to 
give up the po'ioy of laissez faire and take positive 
measuiea in order to p»event the evils of industrial 
concentration In all these matters, the oo operation 
of the Government, industrialists, and the economists 
is essential Of course, public opinion should a* a et 
itself 



appendix 

THE INDIAN COTTON TEXTILE INDUSTRY 

The Second World War has not been an unmixed 
evil to *he Indian cotton textile industry While 
the prices of cloth rose up consequent on exports 
and demand of the military authorities, there were 
labour troubles Wages increased and dearness 
allowance bad to be sanctioned It was not easy 
to import machinery, cotton and mill store', so that 
the industry could expand in response to increased 
demand There was an increase m taxation leading 
to a higher oost of production On the whole, the- 
war ushered in a period of comparative prosponty 
for the Indian cotton textile industry 

While it has shown undoubted progress, it canuot 
he said that the position of the industry is stable 
There is bound to be competition from other coun- 
tries which we should not fail to consider Further, 
during the period of profits, we should take steps 
to build up adequate reserves Indeed, we should 
not fritter them away m deelanng high dividends 

Adapt Methods Of High Commerce 
A study of the organization of the cotton textile 
[ i ] 
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industry in Japan shows that we should also adapt 
tbe methods of high commerce to the purchase of 
cotton and selling of goods We should have a 
common sales agency This will enable us not only 
to withstand foreign competition but will also help 
us to capture foreign markets Experts agree that, 
not only should we improve the quality of the cloth 
but we should diversify the output We should now 
concentrate our attention on mechanical and 
industrial textiles, including material for wire 
insulation, material to cover rollers for siting yarn, 
eto That the equipment of a number of cotton 
textile mills needs replacement needs no mention 
as it was already emphasized by 2fr ffarofd Hill 
Technical Expert, Howard and Bullough Ltd , who 
visited India a few years ago It will be interesting 
here to note that the Indian Tariff Board inquiry 
of 1927 laid down several standards, and according 
to them, a number of our plants can be dec ared 
as uneconomical It may be noted that in a country 
like Japan, even a mill which was started ten years 
ago is declared as uneconomical and no agreement 
js necessary to plead for the replacement of 
machinery 

Defective Organization 

The other evils which are often referred to are 
ignorant and otherwise busy directors, incompetent 
end greedy managing agents and defective financial 
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arrangements To my mind, the organization seems 
to be very defective as each mill has its own 
arrangements for the purchase of cotton, machinery, 
selling of ontput, etc The functions of the 
Millowners’ Association, which are at present 
concerned with the safeguarding of their mtere-ts 
again-t labour and representation of their grievances 
to the Government, should, indeed, be widened If 
we again consider the organization of the cotton 
textile Industry in Japan, we find that ihe Cotton 
Spinners’ Association has control over the industry 
and the remarkable progress of the cotton textile 
industry is not a little due to its driving force. 
Similar changes took place m England also daring 
the last six years More than ever before, there is 
need for the rationalization of the cotton textile 
industry, which means overhauling its entire 
organization 

Need For Research 

There should al*o be constant research into 
problems like mill finance, export trade, labour 
problems “We should also know from the Trade 
Commissioners how far we will be enabled to export 
cloth to other countries. Thns the period of 
transition, so far as this industry is concerned, i» a 
period of setting it3 hon*e in order and preparing 
itself for an orderly and peaceful transition from 
war to peace eaonomy. Provided there is a 
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favourable fiscal policy, progressive attitutde on the 
part of the mil)owner», and patriotic and sympathetic* 
attitude on the part of the consumer*, there is no 
reason why the cotton textile industry should not 
have a bright future 

Labour Unrest 

It is well known that there has been a lot of 
labour unrest in the cotton textne industry Some 
people say that if we dive deep into labonr unrest 
and economic ailments ot our industrial civiliza ion, 
i\e find that at the root of the malady of insecurity, 
uncertainty, etc , lies production for profit Accor- 
ding to the latest number of the Labotti Gazette, the 
labour disputes m 194b were twice the number of 
tho«o in 1939 The numoer of p nous mvolved in 
1946 W35 >0 lakhs Toe total loss to industry in 
man days increased in 194b by 213 per cent Under 
these cironmstano s it is no wonder that there was 
a dis ocation of economic lite, drop in projection 
lo s to labour and inconvenience to the public at 
large Thera is no douot that labour pitohes its 
demand so high that, if they are accepted, the 
country a economy is bound to be shattered That 
is why" Gandhi] i observed that stakes are a danger 
to the freedom that is. coming to India Pandit 
Jawahanal Nehru, in the course of an address at 
the Delhi Political Conference while admitting 
that there had been gnevanaes m every case of 
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strike, said that eaen day of strike lessened national 
wealth At a time when the country is parsing 
through en acute shortage our anxiety should be 
to step up production The recent strikes in the 
textile mil s have affected production ot cloth to 
such an extent that we have been forced to impoit 
cloth from Japan even though we have all the 
conditions necessary for producing cotton textiles 
A correct and appreciative attitude to labour 
consistent with the interests of labour itself and 
the country is the greatest need of the tunes 

It is well known that the per capita consumption 
of cloth has decreased from 17 to 10 yards and this 
too is not available m the countryside India is 
now jsc id g through a etrike wave and on the 
ba«is of monthly production up to August it is 
estimated that prodnction Will decline thus 

Cotton cloth Not less than 600 million yards 

Cotton yarn 200 million lbs 

"While the Socialists suggest a policy of ceiling 
on profits profit sharing, living wage, share of 
woikers in management quick settlement of 
dispute" one has to say that it is better for ns to 
start with the minimum without ‘mu n h ado about 
nothing We mti=t beware of ideologies and evolve 
a plan to repair India a battered economy It has 
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to be viewed from a realistic pc nt of view The 
Hon’ble Ur Bhabha did well m empha«iztag the 
need for a realistic approach to oar economic 
problems While the capitalists should consider 
themselves as the trustees of the people’s wealth, 
labour also should not indulge m unavoidable strikes 
It is, of course true that workers do not strike for 
pleasure Indeed, the cost of living has gone so 
high that one does not know what to do with one's 
meagre income One may, therefore, refer to the 
need for minimam wage As Shn Gulzanlal Nanda 
once obseived ‘ This is a crm sal per od in the 
h story of the country To dislocate the productive 
organization of the country in these days is really 
to strike a direct blow at the life of the nation ” 

Minimum Wages In Textiles 

But we must understand the teuton d elre of 
strikes The root cause of labour uurest is the 
failure of the Government to evolve a definite policy 
a miog at stabilization of prices at a level which 
maintains employment at the highest level and 
stabilizes the oo3t of living index Here one maj 
refer to the need for raising the real wages of the 
workers Fixation of minimum basic wages in the 
cotton textile industry has been an important foatare 
ol the labour policy of t he Provincial Governments 
The Industrial Court in Bombaj fixed Its 30 per 
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month, as basic minimum wage for an unskilled 
worker while in llalras it has been fixed at Rs 26 
for a month of 26 working days It may be 
mentioned that m a province like iladras, the basic 
wage of nearly half the number of workers does 
not exceed annas eight per day and these are 
perhaps the lowest in the textile industry of the 
conn ry Really speaking, we should secure a 
living wage to the workers and narrow down the 
regional wage differences It is also desirable that 
wag“s should be fixed in accordance with the needs 
of the workers For example, if he has more 
children, a separate allowance should be given 
because children are national assets We have, 
of course, to consider the upgrading influence on 
the entire wage -structure of the different textile 
units in the country This will no doubt add to 
the wage bill of the country The Bombay 
Industrial Court ob'erved that a basic wage of 
Rs 30 ‘is essential for giving the bare necessities 
of life 7 but this means that the millowners will 
have to spend two crores more on the wage bill 
Ultimately, the incidence falls on the poor consumer 
who has to pay higher prices It is really a pity 
We have not yet b°en able to realize the neck to neck 
race between wages and prices Indeed, we have 
to stabilize the prices and reduce the cost ot 
living "We have also to maintain a balance between 
the various se-tors of our economic life, viz , 
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consumers, industrialists, and workers The need 
for a complete and correct account fixation of prices 
may also be emphasized 

The Problem of Cloth Prices 
The recent conference of the representatives of 
provinces and States held in Delhi reviewed the 
cloth situation in the conntry and consider d 
methods of stepping up of production and standardi- 
zation of products Now that controls will continue 
at least for some time, we should try to see that the 
common man is helped. It is stated that the prioe 
of coarse cloth will go up by three annas in the 
rupee while the prices of fine doth will go up only 
by a half Somehow or other one feels that, even 
after several years of experience, the Government 
have not yet been able to evolve a correct policy 
Textile control, it is said, is Btill largely a oontrol by 
millowners in their own interests Indeed the 
millowners should be satisfied with the profits they 
have already made daring war-time and should not 
sabotage efforts m the direction of cheapening doth 
and increasing production. While we may put lack 
of machinery, difficulty of replacements, labour 
unrest and lack of skilled personnel as bandy 
excuses, still one has to refer to the fact that mills’ 
consumption of cotton increased by 29 per cent , 
labour increased by 22 per cent , while production 
inore»se<l only by 9 per cent They have not token 
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kindly to the threeshift system which they say is 
unworkable 

A Plea For A Correct Policy 

The Government ean no longer follow a laissez- 
faire policy While the Tariff Board observed that 
no protection need be given to the ootton textile 
industry, the Government replaced protective by 
revenue duties Similarly, the organization of the 
cotton textile control requires a thorough study 
The earnings of the qnota-holders, it is 9aid, go np 
to Rs 10 orores and one really wonders why we 
should allow middle-men The present writer would 
wish te say that while justice is to be done to the 
various interests including the millowners, we 
should give up the unscientific method of dealing 
with controls, which may sometimes be “irrational 
and haphazard ’ 

After all, we cannot kill the goose that lays the 
golden eggs The cry for the nationalization of the 
cotton textile industry is gathering volume even 
though the present writer feels that, before the 
Government decides on this issue, an opportunity 
should be given to the millowners to show that they 
are also interested in the economic development of 
the country More than ever before, there is great 
need for having a reasonable accord between 
production, wages and prices This will not be 
difficult provided the Government acts with the 
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necessary vigour and the millowners show the 
necessary spirit of co-operation We cannot blame 
any one party for the present cloth dnddle But 
after all, it is a cent per cent national industry and 
with the implementing of the various plans for the 
economic development of India, there will be more 
demand for cloth Under these circumstances let 
the transition problems of this industry be considered 
in a careful and sympathetic rnannor and let us also 
remember that, in the post-war period, there will be 
keen competition from foreign oountnes To sum up, 

(1) We should organizo the cotton textile 
industry on the methods of high commerce and 
emulate the example of other c untnes like Japan 

(2) There should be constant research into 
various problem connected with the industry 

(3) We should consider the raison d etre of 
labour unrest, and the problem of minimum wage 
legislation 

(4) We should check the neck tc-neck race 
between wages and prioes 

(o) The problem of cloth prices ha9 to be con- 
sidered in its proper perspective 

(6) Finally a plea is made for co-operation 
between various interests so that the common mau 
can be helped. 



